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EX- OMWNER AND CH EF PHARVACQ ST OF LOCAL PHARMACY
PLEADS GU LTY TO PRESCR PTI ON DRUG Bl LLI NG FRAUD

DAVID N. KELLEY, the United States Attorney for the
Southern District of New York, announced that PAUL FRANK, the
former chief pharmaci st and owner of a Spring Valley pharmacy
called Prescription Cty, pled guilty today in Manhattan federal
district court to felony health care conspiracy charges stemm ng
fromhis schenme to defraud Medicaid and private insurers through
a variety of fraudulent billing practices in connection with
prescription nedications.

According to a one-count crimnal Information filed
t oday agai nst FRANK, fromthe 1970s through in or about June
2003, FRANK, a licensed pharmacist in New York State, was the
owner of Prescription City (the “Pharnmacy”), a retail pharnmacy
| ocated in Spring Valley, New York. Around June 2003, FRANK sold
the Pharmacy to a conpany called “Curative Pharmacy Services,”
and from around June to the begi nning of Novenber 2003, FRANK
continued to work at the Pharnmacy, then operating under a
di fferent nane, on a contract basis. As the Information alleges,

a substantial portion of the nmedications supplied to doctors and



patients by Prescription Cty included expensive cancer and
HI V/ Al DS nedi cati ons.

As explained in the Information, under applicable
Medi cai d regul ati ons and policies, and under the relevant private
i nsurance contracts, pharnmaci sts and pharmacies can bill only for
prescription medications that are actually “di spensed” (i.e.,
filled, billed and delivered). The Information describes that
t he Pharmacy regul arly accepted rei nbursenent for prescription
medi cations from both Medicaid and fromvarious private insurance
conpani es. However, as the Information charges, between about
1999 up to about Novenber 4, 2003, PAUL FRANK and ot hers at the
Pharnmacy participated in a nmulti-faceted schene to defraud
Medi caid and private insurers by filing fal se and fraudul ent
clainms for reinbursement for the cost of prescription
medi cations. Mre specifically, the Information details that
FRANK and his co-conspirators defrauded Medicaid and private
I nsurance conpani es by: submtting false clains for prescription
medi cations that were not actually di spensed; submtting fal se
clainms for plan-covered nedications when, in fact, non-covered
nmedi cati ons were di spensed; submtting false clains for brand
name prescription nmedications when, in fact, |ess expensive
generic nedications were dispensed; submtting fal se clains
seeki ng rei nbursenment where free “sanple” nedications (which

applicable |l aws and regul ati ons specifically prohibit from being



sol d) were dispensed; and failing to reverse clains for
prescription medications that were returned unused to the
Phar macy.

At FRANK' s guilty plea today before United States
District Judge DENI SE L. COTE, FRANK adm tted that he
participated in the health care fraud schene with the intent to
obtai n rei nbursenent to which the Pharmacy was not entitled. As
part of his guilty plea, FRANK agreed to forfeit $750,000 to the
Gover nnent .

In a related case, on March 24, 2005, another New York
i censed pharmaci st, RICHARD AM CO, who worked for a nunber of
years as a managi ng pharnmaci st at Prescription Cty, also pled
guilty to felony health care conspiracy charges in connection
with the schene to defraud Medicaid and private insurers
descri bed above.

FRANK i s schedul ed to be sentenced on August 12, 2005,
by Judge COTE. AMCO is schedul ed to be sentenced on Septenber
27, 2005, before United States District Judge LEWS A KAPLAN.

FRANK faces a maxi num sentence of 10 years in prison,
and the greater of a $250,000 fine or twi ce the gross gain or
gross loss fromthe offense; and AM CO faces a maxi num sent ence
of 20 years in prison and the greater of a $250,000 fine or twce
the gross gain or gross loss fromthe of fense.

FRANK, 65, lives in New City, New York. AM CO 49,



lives in Danbury, Connecticut.

M. KELLEY praised the efforts of the Federal Bureau of
| nvestigation in this case.

M. KELLEY said that the investigation is continuing.

Assi stant United States Attorney DAVID SIEGAL is in
charge of the prosecution.
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